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ACTION NEA- 10 

INFO OCT-01 AF-10 ARA-10 EUR- 12 EA-10 ISO-OO IO-13 
FEA-01 ERDA-05 AID-05 CEA-01 CIAE-00 COME-OO 
DODE-OO EB-08 FPC-01 H-01 INR-07 INT-05 L-03 
NSAE-00 NSC-05 OMB-Ol PM-05 USIA-06 OES-07 SP-02 
SS-15 STR-05 TRSE-00 ACDA-12 PA-01 PRS-01 /163 W 

015972 011207Z/20 

R 010404Z DEC 77 
FM AMEMBASSY TEHRAN 
TO SECSTATE WASHDC 5669 
INFO AMEMBASSY ABU DHABI 
AMEMBASSY ALGIERS 
AMEMBASSY CARACAS 
AMCONSUL DHARAN 
AMEMBASSY DOHA 
AMEMBASSY JAKARTA 
AMEMBASSY JIDDA 
AMEMBASSY KUWAIT 
AMEMBASSY LAGOS 
AMEMBASSY LIBREVILLE 
AMEMBASSY LONDON 
AMEMBASSY QUITO 
AMEMBASSY TRIPOLI 
AMEMBASSY VIENNA 
USINT BAGHDAD 

CONFIDENTIAL TEHRAN 10592 

E.O. 11652: GDS 
TAGS: ENRG, IR 

SUB J : AMOUZEGAR REPORTEDLY CALLS FOR TWO-YEAR OIL 
PRICE FREEZE 

REF: TEHRAN 6285 (NOTAL) 

1 . ACCORDING TO A TEHRAN PRESS ACCOUNT OF AN INTERVIEW 
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REPORTEDLY PUBLISHED NOVEMBER 28 IN THE KUWAITI DAILY AL 
QABAS, IRAN'S PRIME MINISTER AMOUZEGAR SAID QUOTE IT 
IS NOT IN OUR INTEREST TO INCREASE OIL PRICES DURING THE 
NEXTTWO YEARS END QUOTE. ACCORING TO THE ACCOUNT OF 
THE INTERVIEW PUBLISHED IN THE TEHRAN JOUNAL, AMOUZEGAR 
TOLD THE AL QABAS INTERVIEWER THAT A PRICE HIKE WOULD IMPACT 
ADVERSELY ON DEVELOPING COUNTRIES AND OULD NOT, IN ANY CASE, 
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BE ADVISABLE WHEN THE OIL MARKET IS SOFT. 

2. A NIOC SPOKESMAN DENIED THAT AMOUZEGAR HAD BEEN 

QUOTED ACCURATELY. SOURCE SAID THAT THE PRIME MINISTER HAD MERELY 
FOLLOWED THE SHAH'S LEAD AND HAD SAID THAT IRAN WOULD FAVOR 
A PRICE FREEZE FOR 1978. 

3. EVEN BEFORE CHECKING WITH NIOC, EMBASSY WAS VERY SKEPTICAL 
OF REPORT. DECISIONS BY IRAN ON WHETHER OR BY HOW MUCH TO PRESS 
FOR AN INCREASE IN OIL PRICES HAVE TRADITIONALLY BEEN MADE AT 
THE ELEVENTH HOUR (I.E. ONLY VERY SHORTLY BEFORE OPEC MINISTERIAL 
MEETINGS), AND IRAN HAS CONSISTENTLY ESCHEWED POLICIES THAT WOULD 
LIMIT ITS ABILITY TO ADAPT TO CHANGING CONDITIONS. 

4. THERE HAS BEEN SOMEWHAT OF A DEPARTURE FROM THE NORM THIS 
YEAR IN THAT THE GOI BEGAN FAIRLY EARLY TO TALK MORE OPENLY 

AND MORE MODERATELY THAN CUSTOMARY ABOUT OIL PRICES. THIS TREND 
STARTED LAST JULY IN STOCKHOLM WHEN AMOUZEGAR, WHILE NOT 
COMMITTING HIMSELF, SUGGESTED THAT IRAN WOULD FAVOR PRICE STABILITY 
THROUGH THE END OF 1978. THE MOST RECENT AND IMPORTANT STEP WAS, 

OF COURSE, THE COMMITMENT MADE BY THE SHAH IN WASHINGTON 
EARLIER THIS MONTH TO PRESS FOR A PRICE FREEZE IN CARACAS. 

5. WE BELIEVE THAT THE APPARENT SHIFT IN THE IRANIAN POSITION 
ON OIL PRICES CAN BE ATTRIBUTED, INTER ALIAN, TO (A) FEAR OF A 
RESUMPTION OF A TWO-TIER PRICE SYSTEM, INCREASED SAUDI 
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PRODUCTION, POTENTIAL FOR CREATING AND EXACERBATING STRAINS 
WITHIN OPEC, ETC., (B) A GROWING RESPECT FOR AN ACCEPTANCE 
BY IRAN OF THE LOGIC OF THE USG POSITION URGING AGAINST ANOTHER 
PRICE INCREASE, (C) ANTICPATION THAT THE CURRENT SOFT OIL 
MARKET WILL CONTINUE OR EVEN WORSEN, AND (D) AN INTEREST IN 
OBSERVING WHETHER CARTER ADMINISTRATION ENERGY POLICY WILL 
ULTIMATELY SUCCEED IN REDUCING U.S. DEMAND FOR PERSIAN GULF OIL. 

6. ALL FOUR OF THE BASIC CONSIDERATIONS ABOVE PROBABLY ARE 
RESPONSIBLE TO A DEGREE FOR IRAN'S RECENTLY DEMONSTRATED 
WILLINGNESS TO COMMIT ITSELF TO A SOMEWHAT LONGER-TERM 
POLICY ON OIL PRICES AND FOR WAHT WE SEE AS A TEMPORARY 
LOWERING OF IRANIAN EXPECTATIONS. HOWEVER, TO THE DEGREE 
THAT THESE THREE FACTORS ARE INDEPENDENT OF ONE ANOTHER, 

WE BELIEVE THAT THE EXPECTATION OF A CONTINUED SOFT MARKET 
IS THE SINGLE MOST IMPORTANT CONSIDERATION. IN ORDER TO 
ASSESS AND ATTEMPT TO PREDICT MARKET CONDITIONS IRAN 

IS AND WILL BE CLOSELY WATCHING (A) THE LEVEL OF NON-OPEC 
PRODUCTION, (B) THE AMOUNT OF PETROLEUM STOCKPILING, (C) THE 
SEVERITY OF WINTER WEATHER IN MAJOR CONSUMING MARKETS, (D) THE 
LEVEL OF INDUSTRIAL ACTIVITY IN OECD COUNTRIES, AND (E) THE 
ACTION BY THE U.S. CONGRESS WITH RESPECT ENERGY LEGISLATION. 
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IF THESE FACTORS COMBINE TO LIMIT GENERAL WORLD DEMAND 
FOR OPEC PRODUCTION, IRAN CAN BE EXPECTED TO MAINTAIN 
A TOLERANT OIL PRICE POLICY. IF, ON THE OTHER HAND, THE 
TREND RUNS IN THE OTHER DIRECTION, IRAN CAN BE EXPECTED 
TO RETURN TO ITS PREVIOUS ATTITUDES ON OIL PRICES. THIS 
WOULD BE PARTICULARLY THE CASE IF THE U.S. CONGRESS AND/OR 
ADMINISTRAION FAIL TO TAKE ACTIONS WHICH WOULD DEMONSTRATE 
A GENUINE EFFORT AT ENERGY CONSERVATION RESULTING IN A 
REDUCTION OF DEMAND FOR IMPORTED OIL. 

SULLIVAN 

CONFIDENTIAL 
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